











The NPR proposal to eliminate the separate Investment Test with 25% weighting and replace it with a
combined Community Development Financing Subtest with just 30% weighting — only a slightly higher
weight, while adding all community development loans to the pool of qualifying activities will decrease
the incentive for banks to invest in the Housing Credit, reducing affordable housing production
nationwide. This view is supported by a July 2022 survey of Affordable Housing Investors Council (AHIC)
members, which was jointly administered by AHIC, the Affordable Housing Tax Credit Coalition (AHTCC),
and National Association of Affordable Housing Lenders (NAAHL). Twenty-four large banks, all with
assets over $10 billion, provided feedback on the expected impact of the NPR. Forty-two percent of
respondents — representing 52.4 billion in yearly Housing Credit investment — believed the removal of
the separate Investment Test would have a negative impact on their bank’s appetite to invest in the
Housing Credit, potentially resulting in decreased Housing Credit investments in favor of eligible
community development loans."

Under a combined test, banks would weigh the benefits of long-term equity investment against debt in
determining which community development activities to pursue. In general, debt financing takes place
over a shorter duration and is lower risk, less complex, and more liquid than tax credit investments,
making it a more desirable alternative. As a result, the proposed methodology is likely to initiate a
substitution effect of loans, which are often less impactful on capital charges, over other types of CRA
activities. As demand for the Housing Credit declines, so too will pricing and the equity available for
affordable housing development, putting the Housing Credit program at risk and stalling efforts to
address the affordable housing crisis.

If it is not possible to retain a separate Investment Test in the new CRA structure, we urge that strong
mitigating factors be put in place to prevent a reduction in the incentive to invest in the Housing
Credit, which would ultimately reduce affordable housing production and preservation and stall efforts
to address the affordable housing crisis. Our proposed mitigating factors are:

1. Include an Investment Subtest under the Community Development Test
o If an Investment Subtest is not included, then create an institution-level Equity Metric
and Benchmark
2. Measure new institution-level equity investments over time to identify reductions
3. Include the Housing Credit as an Impact Review Factor, and create a High-Impact Metric and
Benchmark

Areas of Support

We support the NPR proposal to allow banks to receive consideration for the full amount of a loan or
investment for a Housing Credit-financed project, regardless of the share of units that are considered
affordable. We agree this is the correct approach due to the significant role of the Housing Credit in
achieving the goals of CRA and the Housing Credit’s strong statutory and regulatory restrictions, which
make it unnecessary to issue additional CRA-specific guidance.
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